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B—Adjustment made to compensat 


€ only for stock split- 
split-downs and stock dividends 


' | 

C—Reported only by member firms which Carry margin accounts, 

xcludes accounts Carried for member firms which are 
members of natio 


nal securities exchanges and for general 
Partners of such firms. 


ups, 





D—Beginning with December 31, 1945, the method of report- 
NS was revised so as to compare with similar informa- 
tion submitted to the Federal Reserve Board. 


F—Based on ledger dates, 















































OF DIVIDEND INCOME 


“yNCE a year the editors of THE 

EXCHANGE ask this reporter to do 
a piece on the stock market. So I will 
what I have heard, what Wall 
Streeters think, and indulge in a brief 
and non-psychic pre-view of the future, 
based upon those findings. 

Right now I shall declare that it is 
many a year since the pundits of the 
Street have been so divergent as they 
are now in their market views, so con- 
fused and tangled in their mass of statis- 
tics and charts. 


report 


Last year’s break was 
charted by many as a bear market. The 
subsequent rally, which advanced the Dow, 
Jones industrial average from 163.12 to 
184.49, convinced some that the bear 
market was over. Many others felt the 
break had been merely an “episode” 
in a bull market. At the time of this 
writing. the stock market has lost about 
one-half of its rally. Technicians are 


“The Investor Is In The Saddle!” 


STOCKS, OBSERVER HOLDS, REFLECT MARKED APPEAL 


By OLIVER J. GINGOLD, The Wall Street Journal 


ll 
Split-second service by staff of expert operators 
of the “Quotation Room” in New York Stock 
Exchange building keeps member firms posted 
on individual securities prices during the day. 















































short term movements of the market 
should remember that it takes a lot of 
evidence—and a long time—to change 
the mass psychology of a nation of stock- 
holders. It's a far cry from what one 
commentator wrote 40 years ago: 
“Manipulation makes the news!” 


To speak of manipulation now, after 


Floor scene as gallery visitors view it ae 

more than a decade of Federal legal pro- 
d confused. Is the bear market uncom- recently wrote me in a letter as follows: scription of stock price “jiggles”™ and the 
q pleted? Is it a normal set-back after “A friend told me to sell my stock, that like. causes serious-minded investors to 

the rally? the world was going to pieces, and that wonder what is meant. 
” It is all very befuddling. I had better get cash. I told him that The Street is rightly worried about 
Fortunately, however, the rank and file ™y family was using the phone more the various foreign situations, the labor 
: of investors do not have to contend with than ever before and that my bills were situation, fluctuations in commodity 
1 this day-to-day battle of statistics and the biggest ever, so why should I sell? prices and so on. On the other hand. 
opinions. They still (from the viewpoint The company must be making money.” there has been a veritable shower of in- 
of devotees of price fluctuations) rather The investor is in the saddle today! creased dividends this year —a_ unique 










naively stick to their stocks and often 
enough base their impression of the state 
of the nation upon their immediate sur- 


He makes the markets. There are more 
investors in the United States than ever 


before. Perhaps 15 to 20 million investors 


development for the early part of a year. 
By the last week of February, some 120 
companies had increased their dividends. 


roundings. A farmer investor in Amer- hold securities. Those who indulge in On the other hand, only 20 have 
ican Telephore & Telegraph Company the elusive art of guessing about the reduced or omitted their distributions. 
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Bears argue that the companies have to 
disburse their surplus cash because of 
taxes. Bulls will tell you that these larger 
from managements’ 


distributions stem 


confidence in the future. One thing is 
sure. The stockholders are pleased. They 
eet the cash. They think kindly of their 
stocks. The technicians are suspicious 
of anything unusual. particularly if it is 
vood news. Perhaps that is why the flood 
of good earnings reports, together with 
the larger dividends. has tended to in- 
crease the number of skeptics in the finan- 
cial community. 

There is much pother about the ratio 
of prices to earnings. It is true that many 
stocks are selling four to seven times earn- 
ings. It is argued that many companies 
have enjoyed non-recurrent earnings, un- 
usual earnings. backlog earnings and what 
not. However. these earnings. if they last a 
vear, or two or three vears. would serve 
bolster finances 


at least to company 


against the unforeseen of a day more 


distant. 


Earnings and Expectations 


It is undoubtedly true that the in- 
creased dividends seen already this year 
stem in large degree from a past period 
of good earnings and expectations that 
such earnings will continue for some 
time. It is interesting to recall a leading 
stock market commentator of 1907 who 
pointed to a list of stocks which showed 
earnings ratios to market prices of from 
10 to 50 per cent and wrote: 

“We have never known a time when 
such a tremendous percentage of earn- 
ings. as compared with market prices. 
was shown by the low-priced railroad 
stocks. The idea of stocks selling around 
£°0 a share and showing 20 to 10 per cent 
earnings on their selling price is some- 
thing unprecedented.” 

Labor relations appear improved but 
there still is dynamite in the situation. 
Leading industries have not completed 
More 
However, the labor rank-and- 
file has learned a little about spirals 


new wage contracts. strikes are 


possible. 


in relation to wages and prices, and many 
a worker has remarked to me that. if 
pre-war prices of necessities returned, he 
would gladly give up his recent wage 
increases. In this respect. obviously some 
of the war price-inflation will remain 
permanently frozen in our economy. as 
after World War I. Still. when produc- 
tion mounts to a crescendo, as it will 
one of these fine days. much merchandise 
commodities will 


and many return to 


at least “respectable” prices as well as 





BY WAY OF COMMENT 


Oliver J. Gingold’s reporting of stock 
market events and phenomena comes 
to the attention of many thousands of 
financial news readers daily. He gets 
of the 
top-drawer figures of the market place 


around. He has known most 
during the last 40 years. He recounts 
what he leerns. as in this article. His 
findings and observations are his own 
subscribed to 


and are not necessarily 


by THe ExcHance . . . although pub- 
lished with the respect due to a long- 
seasoned commentator on the market 


scene, 











quality. Meanwhile, one of our leading 


industrialists tells me that he and his 


contreres have ideas up their sleeves 
which will help to reduce production 
costs of their wares to offset some of 


this frozen inflation. 

Meanwhile, inasmuch as this country 
has prospered on its genius for mass 
production, all hands are impatient until 
this really gets under way. Perhaps the 
real danger will come, however. when all 
the difficulties are ironed out and a flood 
of goods appears in our markets. That 
will be the time to be anxious. That will 
be the time for the investor to have a 
care: to watch management: inventories; 
the market. 


Politics to the Fore 


There is a lot of impatience in the 
Street about what the Republicans are 
doing-—or not doing—in their newly won 
position of dominance in Washington. 
However, as one old timer pointed out. 
“Give the boys a chance. They have 
not been in the driver's seat in so many 
vears they don’t know what it is all about 
vet. Don't rush them.” Meanwhile. all 
hands are clamoring for tax reductions. 
\ few conservatives prefer to see debt 
reduction first. Chances favor the former 
winning out for the time being, for better 
or worse, considering the long view of 
\merica’s economy. 

Now something about the mechanics 
of the Street. 


trading was indeed welcome. There have 


The return to margin 
been a number of margined accounts 
opened despite the comparatively high 
margin of 75 per cent on stocks listed 
There is little doubt. 
however, that in the comparatively near 


on the Exchange. 


future a 50 per cent margin will be 
permitted, 

| have talked with many brokers about 
how far they would like to see margins 


go. Most say 50 per cent is about the 
limit of their hopes and desires. Such 
a figure would increase trading, permit 
satisfactory returns on debits. and more 
or less prevent the headaches which were 
part and parcel of the low margins of 
the old days. Except for a few reminis- 
cent veterans, it is certain that nobody 
wants a return of the sort of margin 
trading that existed a quarter of a cen- 
tury ago. Meanwhile, there has been 
some easing of the thin market situation 
by the appearance of more stock in the 
Street. Shorts can borrow more readily, 
as attested by the reduction in the num- 
her of stocks demanding premiums in the 
loan crowd. 


Divided Opinions 


\t the time of this writing. I asked 
ten leading financial men their opinion 
of the stock market for 1947. These 
included two bankers, four brokers, two 
financial vice-presidents of leading cor- 
porations. and two successful veteran 
traders. Eight said the stock market, as 
measured by the various averages, would 
end the year close to, if not at, bull mar- 
ket highs. but that there would be some 
sharp declines before the summer. The 
other two said the securities market would 
end the year much lower than it started. 

The bears based their predictions on 
foreign economic and _ political troubles 
as well as on the continuation of our own 
with 


wrestling adjustments. 


However, all ten agreed that sooner or 


post-war 


later this country would solve its indus- 
trial adjustments and that it would then 
enjoy five to 10 years of “sensible” 
prosperity. 

An English banker visiting here re- 
cently remarked to me that he was “amazed 
with the outlook for your great United 
States.” 

“I cannot understand,” he added, “any 
financial or business mind that does not 
realize that you will easily solve your 
adjustment difficulties. If half the fears 
which I have heard voiced in this struggle 
to adjust following the greatest war in 
history. with its world-shaking economic 
were to be realized, the 
public would have long since sensed it. 


ce msequences, 


Then the break in securities last year 
would look like child’s play to what would 
be already happening.” He concluded: 
“This country is only on the threshold 
of its economic and political greatness 
and it will have bull markets in the future 
that will dim all the past performances 
of every stock market in the world.” 


To which this reporter says—Amen! 
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By HAROLD H. YOUNG 


1, first post-war year is now behind 
us and the records of the public 
utility industry show that in 19406 the 
companies made the transition to peace- 
time business with even greater smooth- 
ness than had been anticipated. Both 
electric and gas companies established 
new high levels of achievement in mans 
directions and indications are that 1947 
will prove to be another good year. 
The total output of electricity fell below 
the war-time peak, as had been expected, 
but by only a relatively small margin. 
Until the anniversary of V-J Day. weekly 
figures showed a falling off as compared 
with the preceding year. After \-J Day 
the picture changed and comparisons 
began to be favorable. By the end of 
1946 output was running 18 per cent 
ahead of the year before and by mid- 
February of 1947 the kilowatt-hours gen- 
erated were 21 per cent higher than 
the year before. There is nothing in 
sight which can prevent 1947 from being 
a banner year. Losses of business in the 
early part of 1946 were due entirely to 
discontinuance of the strictly war load. 
primarily in the industrial field. On the 
other hand, big increases were shown in 
residential, rural and commercial busi- 
ness. These latter categories of business 
vield higher returns than the industrial 
load so, as a result, revenues of the: elec- 


New Customer Demands 
BRING NEW PEAKS IN PUBLIC UTILITY SERVICE 



































tric business for 1946 established a new 
high record. 

Another notable accomplishment of 
the electric companies in 1946 was the 


adding of more new customers than in 


any previous year. This marked a con- 
tinuation of the pre-war drive to extend 
service to just as many people as the 
companies could hope to serve econom- 
ically. Of course, special efforts have 
been expended in the field of rural elec- 
trification. Many thousands of farms now 
have the benefits of electric service which 
were denied this privilege until last year. 
While increases of residential customers 
bulked the largest in the tabulation of 
new service connections, no mean addi- 
tions were made in the commercial and 
industrial fields. The latter gains repre- 


sent not only the opening of new manu- 





ACME-CUSHIEIN« 
Utility services lighten housewives’ work, 
increase post-war city illumination. 


facturing plants but are also accounted for 
by the fact that many industries which 
have heretofore operated their own power 
plants are changing over to the use of 
central station power. Figures released 
by the Federal Power Commission a short 
time ago show that 67.1 per cent of the 
kilowatt-hours used) by manufacturing 
and extractive enterprises in 1946 were 
purchased by them (rather than generated 
in their own plants) as against 61.7 per 
cent as recently as 1939, 

Due to difliculties in getting new equip- 
ment the companies added only a very 
modest amount of new generating facil- 
ities in 1946 and. as a result. many com- 
panies are having to tax their present 
equipment heavily to meet demands. New 
peak loads are being established and the 
customary margin of safety between total 
capacity and peak loads has been greatly 
reduced. In 1947 there will have to be 
a degree of cooperation even greater 
than usual between the companies if 
everybody's service requirements are to 
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he met fully. However, despite the fact 
that old equipment that would otherwise 
be retired or held for standby use was 
in every-day service, the industry set a 
new record for fuel economy in generat- 
ing plants. 

The budgets for 1947 call for the ex- 
penditure of over $1,307,000,000 by the 
electric industry for new construction. 
The highest previous amount for one year 
was $919,000,000 in 1930. Probably the 
full amount budgeted for the present 
year will not be spent because of con- 
tinuing shortages. but at least the will and 
the ability 
present. 


to spend this amount are 


Lowered taxes (especially the repeal of 
the excess profits tax) and reduced cap- 
ital costs contributed to a good increase 
in net income, especially conspicuous for 
some of the companies hardest hit by the 
excess profits tax. Capital charges were 
reported to have been the lowest last 
year for any year since 1926, when elec- 
tric output was around one-third of the 
1946 volume. 


Vore Gas Customers 


The gas industry, while much older 
than the electric industry. is not thought 
of in the same terms of growth. Neverthe- 
less. customers of gas utility companies 
reached a new high number last year, 
increasing 2.7 per cent over 1945. Indus- 
try revenues gained + per cent as com- 
\n idea 
of the long-term trend of the industry is 
gained by a comparison with the figures 
of 10 


ended in 


pared with the preceding year. 


vears ago. In the decade which 


1940 the 


tomers increased over 26 per cent, sales 


eas industry's cus- 
volume expanded 77 per cent and revenues 
erew by 57 per cent. 

There has been a conspicuous increase 
in demand for house heating by gas as 
other fuels have become higher-priced 
and as there have been unpleasant prob- 
fact. 
many gas companies have had to turn 


lems of supply interruption. In 
down applications for heating service 
until the capacities of their systems can 
he enlarged. Numerous new appliances 
have been developed for use in the gas 
industry; these have promise of stepping 
up sales in interesting fashion. The in- 
dustry has made large appropriations for 
both research and promotion. 

\dmitting that the Jeremiahs of a year 
ago were confounded by the good record 
of the electric and gas companies for 
1946, what does 1947 hold? It must 
be conceded right away that there will 
be no increases in net income comparable 
with the gain in 1946 over 1945, for 
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there is nothing in the picture this year 
akin to the impetus from excess profits 
tax repeal. Furthermore, the industry 
will have to wrestle with higher costs of 
almost every item in the budget, notably 
labor, fuel and supplies. Construction 
costs are roughly half again as high as 
only a few years ago. 

Utility executives are all too aware of 
the increased expenses with which they 
are faced, but there is a feeling which 
not unanimous) 
that there is enough new business in sight 
to offset any reasonably higher costs. 


is rather general (but 


Volume vs. Labor 


the labor item. 
which is a matter of concern in all fields 
these days, the electric industry has a 


In connection with 


favored position in that it can increase 
its volume of output on a physical basis 
without having to increase its number of 
employees and its payroll correspond- 
ingly. This is not a random statement 
but is backed up by studies of the Bureau 
of Labor Statistics. As against a long list 
of other industries the showing of the 
electric companies was the best in respect 
to production vs. employees and payroll 
for the period 1939-45. This is explained 
in part by the fact that a good propor- 
tion of the growth in electric business 
comes from added sales to customers at 
established locations with existing facil- 
the laber 
problem it should be mentioned that pre- 
liminary figures for 1946 show only $0.18 


ilies. Further in’ respect. to 


of the revenue dollar going for payroll. 

In spite of the great strides which al- 
ready there still 
savings to be realized through increased 


have been made are 
elliciency of operations. This shows up 
especially in the generating costs of some 
electric companies which were unable to 
cet deliveries of new equipment during 
the war. There have been improvements 
in the art of generation in recent years 
and as fast as new units can be put in 
the place of antiquated ones. costs will 
be cut accordingly. 

Some concern is being expressed as to 
the effects of a possible business reces- 
sion. This writer is not at all prepared 
to hazard an opinion as to what may be 
ahead in this direction. Should one come, 
however. the utility companies should be 
only moderately affected. The business 
which would be lost would be particu- 
larly in the industrial classification and 
that is the least remunerative of any of 
the major types of business. Historically, 
domestic business has not been cut back 
in any substantial amount in a poor busi- 


ness period. Furthermore, any decrease in 
volume of business would mean shutting 
down first the utility plants which are 
least efficient and most costly to operate. 

In stating that net income of utility 
companies would not show large increases 
this year, another consideration is that 
utility companies are regulated and that 
many of them are now showing about as 
large earnings as their present invest- 
ment in plant and property will support. 
Allowable earnings will be stepped up 
as construction programs are carried out. 
but many of these entail sales of addi- 
The feature of 
regulation is not an unmitigated draw- 
back. however. for the same laws which 


tional securities as well. 


restrict returns also charge regulatory 
bodies with seeing that a fair return is 
allowed. Thus. there is a floor under 
earnings as well as a ceiling over them. 
Some rate increases have been granted 
of late to compensate for higher costs. 
especially in the gas field. 


Low Price-Earnings Ratio 


\ paradoxical situation exists in re- 
spect to utility common stocks in that 
the industry set many new records last 
year along various lines but the utility 
equities are selling at lower price-earnings 
ratios and on higher yield bases than have 
prevailed for some time. Some twenty 
or twenty-five years ago utility preferred 
stocks had a going rate of 7 per cent and 
utility bonds sold to yield 514 per cent 
or 51% per cent. At that time utility com- 
stocks around ten times 
earnings and yielded somewhere around 


mon sold for 
6 per cent. Today the returns from senior 
securities are about half what they were 
in this earlier period but in many in- 
stances common stocks are selling again 
for ten times earnings—or not much above 
that—-and yields of 5 to 6 per cent are 
again available. particularly from shares 
of companies whose stock has been dis- 
tributed in the last years. Yields 
of this magnitude should be worth explor- 
ing by the individual and institution intent 
on getting a maximum return, but desir- 


few 


ing to buy only conservative equities. 
The break-up of holding companies 

still continues and some of their shares 

sell for less than the indicated value of 


underlying assets. As their divestment 
programs proceed, new operating com- 
pany stocks will come to the market 


and. if precedent is any guide, many of 
them will sell at first for lower prices 
than will prevail after the shares have 
been outstanding for a while and become 
seasoned, 


























HE rising trend of yields on common 

stocks which resulted from last au- 
tumn’s decline of prices and substantial 
additions to dividend payments through 
year-end extras had a more restrained 
counterpart in preferred stocks listed on 
the New York Stock Exchange. 

Preferred issues reflect only one of the 
two influences which edged equity yields 
upward . . . a moderate recession of 
prices: and as prices. in general, were 
far less importantly affected by the stock 
market reaction than the prices of equi- 
ties. vields stand little altered from their 
Dividend 


rates of preferreds being fixed, in nearly 


average of six months ago. 


all cases. the yields had no opportunity 
to experience an impulse from extras 
toward the end of 19406. 

If comparisons are drawn, however. 
hetween the situation of preferred stocks 
by yield-groups—the current position in 
contrast with that of a year ago—it is 
seen that yields of a considerable number 
of individual issues have moved upward. 
In examining the comparative groups of 
the table, it is necessary to make allow- 
ance for a larger share list this year than 
last. The current figures cover 364 stocks. 
or 23 more than in the 1946 study—a part 
of the rise being accounted for by issues 
newly listed on the Stock Exchange. 


YIELDS BY GROUPS 


Per Cent Current No. No. of Issues 
Yield of Issues a Year Ago 
Under3.0 . . . 6 13 
3.0 to 3.9 : «3 oo 118 
1.0 to 4.9 : = so Se 128 
Ietese . « « «SS 57 
6.0o0rover . . . MS 6. « * se 
Median: 4.3% Median: 4.2% 


The median yield. which is the yield 
midway between the highest and the low- 
est. is changed hardly at all. Stability of 
the median. reference to the table shows. 
was aided by the addition of 10 stocks to 
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the number yielding from 4 to 4.9 per 
cent. It will be noted that a sharp de- 
cline occurred in the number yielding 
less than 3 per cent. At the same time. 
the categories yielding from 3 to 3.9 per 
cent and from 5 to 5.9 per cent are ap- 
proximately the same in both columns. 
jut when the “6 per cent and over” rec- 
ord is scanned, it is seen that an increase 
of 21 issues occurred in a year among the 
totai_ in the high-yield territory. 


Six Per Cent Area 
\ summary shows, therefore, that 
while 23 more preferred stocks are in 
this year’s record than in last year’s, 2] 
stocks were added to the roster vielding 
© per cent or more. This is not to infer, 
of course. that all except two of the addi- 
tions to the dividend-paying list on the 
Stock Exchange were in the highest-yield 
croup. Shifts occurred among the yields 
of the other issues. The changes indicate. 
however, that the drift of yields was up- 
ward. although the largest block. along 
with its increase of 10 issues, remained 
in the neighborhood of the median yield 
of 4.3 per cent. 

This year’s calculations are based upon 
all dividends paid on preferred stocks 
(excluding payments on arrearages in ex- 
cess of normal dividend rates) during 
1946 and the prices of individual stocks 
at the year end. Similar 1945 results 
were used in last years study. 

During 1946 corporate reorganiza- 
tions. readjustments of preferred stocks 
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EWING GALLOWAY 


in settlement of dividend arrearages. and 
other elements resulted in some issues be- 
ing suspended . a yearly routine as 
corporate alterations are made. The esti- 
mated aggregate of all preferred stock 
dividend payments among listed issues. 
including arrearage liquidation except on 
issues suspended, was $377.156.000. 


Current Yields 


The foregoing study is based upon 
prices (referring to yields hinged upon 
December 31 prices). and to relate the 
group results to more nearly current fig- 
ures. reference may be made to the fol- 
lowing table. The calculated yields of the 
15 stocks. using prices practically cur- 
rent. reflect the moderate rise of the stock 
market since the end of last vear ... a 
rise which. however. did not materially 
change the prices of the tabled stocks. 


Dj Ce 
Dintarred“Stocice Rat \ 
Amer. Rolling Mill Ny 1.1 
American Tobacco 6 . 7 
Armstrong Cork 37, 5 
Atch.. Top. & S. F. ) i 
E. W. Bliss 21, LS 
Canada Dry G. A. 114 4 
Continental Can yy 3.4 
Corning Glass st, 3.3 
Ekeo Products Jl. 1.0 
General Motors > 1.0 
H. J. Heinz 5.65 34 
Johnson & Johnson | 3.6 
Phila. Electric 1.80 a 
Southern Ry. 5 6.8 
20th Century Fox Its 3.3 


The exhibit includes a number of pre- 
ferred issues of companies recently listed 
on the Stock Exchange. along with old- 
line preferreds. The “spread” covers a 
fairly broad array of industries. com- 
prising both consumer and durable goods 
production. public utilities and railroads. 
The stocks were taken at random from 
the preferred stock list. 





The Autumn Market Reversal .... 




















this may have accounted for the later th 
. ‘ narrower gains. by 
Selective Nature of Intermediate iim aw 2 
Low Price | th 
Cok. Fuele fron . 2. cscs 104%, 15 th 
P 1 M Sh b S d Copperweld Steel ........ 12u%, 13% cl 
rice ovements own vy tu y Granite City Steel ........ 12% 1514 fc 
Interlake: [ron.......6.5.0.066 104g §=12'4 
=e Phila. & Rd. C. & l........:. MW. 13% 
Of Individual Issues Pittsburgh Steel.......... % 11 
i Republic Steel..........-. 24% 28) \ 
a SHAEOR DICE! once 6-56 -sc08 231, 3314 I 
Be os Se IR as site paenelavetiarsrees 6514 72%. H 
V 
— an indecisive six months in the : G 
stock market. it would be hard to ‘. 
match the October-March period. Most Zu 
of the time the stock price averages ; . » 
moved sideways, giving little hint of the fh "ie , > = Hh f 
future direction of the market. Only one : h}— ‘ d 7S ALE “a . 
worth-while rally was produced, when the 05 ae ? ; 
Dow-Jones industrial average reached 
184.49 on February 8. P 
Yet beneath the surface an unusually ‘ 
wide rearrangement of relative values was v 
taking place among the shares of differ- 
ent industries. This was in line with a 
popular interpretation of the September . 
market break. which held that readjust- a eng en : 


ments were due in the post-war activity of wide mewwoek of 1.475 offices 


certain individual lines of business. In maintained by member firms 
of the New York Stock Ex- 
change. Facilities for executing the pub- 
lie’s transactions in securities have been 
in soft goods and luxury lines. while widely expanded since the end of the war. 


broad outline. the main readjustment 
looked for was a slackening of activity 


heavy industries and durable consumers’ 











goods stepped up production over former 


——eooO 


rates. Lack of trend in the over-all mar- to early March. These are shown below: It is worth looking at one more of the 
ket by no means has meant an end of oe a eae heavy industries. A widely heralded 
ctobe ecent ¥ a 4 ee : See e 
selectivity. As one market observer re- Low Price Gustrial event of 1947 is the anticipated | 
cently put it, “Selectivity still is a good  ,. , nus oi building boom. Lately fears have been 
j ; Chevelee Coep. 235020560 iol 93! cae : 
word. Indeed. it may be a better word (.- vs one expressed that the building industry may 
: 26 General Motors .......... 174 51% sa : é eos See 
than it ever has been. ee 1 _ be pricing itself out of its market. Bat 
Hudson Motor Car...... 144%, 17%) lo f : hich th 
ee a 201/ O38 judging trom the recoveries which the 
How Market Reflects Outlook a Lee Cree 3842 4984 I : ; - 
Podaal Wicker ..(....... 5°, 63,  industry’s shares have made from their 
How has the market reflected the vary- October lows investors apparently are 
ing outlook for soft goods vs. durable hs: in Sarin 2 the Rigi. puelinctin: saat SRY seer Ome eee sone 
goods shares? rates maintained in the steel industry Since October Flintkote has advanced 


Taking a list of stocks which made throughout the final 1946 quarter and on from 251% to 32%,%: Johns-Manville from 
their 1946 lows in October (mainly on into 1947. these shares might logically 115 to 125; National Gypsum from 16° 
the 9th, 10th or 30th of that month), have been expected to show greater im- to 221% and Walworth from 914 to 11%. 
THe EXCHANGE has reviewed their sub- provement than is indicated in the table This sampling of heavy industry dis- 
sequent market trends. If certain promi- which follows. Their showing is less im- closes a moderately constructive price 
nent stocks fail to appear in the following pressive than that of the motors. Possibly trend, although the recovery has scarcely 
tabulations it is due to the requirement steel shares were less depressed in Octo- been sufficiently marked to lead to much 
that the low be established in October. ber, as these companies had settled their encouragement. 

Several sizable gains have been made by _ labor and other production troubles much Meanwhile the contention that certain 
the motors in the intervening period up earlier in the year than the motors, and soft goods lines are near the peak of 
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their earnings appears to be borne out 
by the price trends of these issues. Of 
five retail store companies which sold at 
their 1946 lows in October, shares of 
three recently were still available at 
close to the same level. The tabulation 
follows: 


October Recent 


Low Price 
Abraham & Straus ...... 10534 110* 
Food Fair Stores........ 124%, 13% 
Howard Stores ......... 244%, 251% 
McCrory Stores......... 25 32 


G. C. Murphy Co......... 3234 38 
Asked price; no recent sales. 
The slump in quotations of motion 
picture shares is plainly evident in the 
following. statistics: 


October Recent 


Low Price 
Paramount Pictures ...... 2734 2486 
Radio-Keith-Orpheum .... 1514 131, 
20th Century Fox ........ 37144 «3114 
Warner Bros ...<.e0cc000% 168 1 15% 


In contemplating the foregoing sets of 
statistics it needs to be remembered that 


».. SLX MONTHS LATER 


all is never pure black nor pure white 
in the stock market. The figures are 
indicative only of the character of selec- 
tivity which has ruled in past securities 
dealings. For example, several securities 
analysts who months ago turned unen- 
thusiastic as to the prospects of the 
motion picture companies lately have 
heen investigating whether these shares 
may not have been oversold. It is 
axiomatic that investors and traders shift 
between extremes of optimism and _pes- 
simism. 

Or for a more concrete example: A 
changeover to a buyer's market has been 
rumored in the textile industry for al- 
most a year now. Time and again fore- 
casts have been made that supply shortly 
Naturally it 
must some day. But in the meantime, 


would overcome demand. 


production rates and earnings have held 
steady in this supposedly “soft spot” in 
the industrial picture. Only a few textile 
shares happened to make their 1946 lows 
in October, but of those which did Pacific 
Mills has since advanced from 2814 to 
35: Burlington Mills from 16!, to 19°. 





and Artloom Corp. from 12 to 141%. 

Evidence such as the foregoing serves 
only as an introduction to the many di- 
verse price trends in the market. In order 
to draw a contrast. a wide generalization 
was made—that is, the classifying of 
companies into two such broadly de- 
fined groups as soft goods and durable 
goods, 

So the investor has only a starting point 
from which to set out on his own analysis 
of conditions. When he does so. he will 
uncover any number of cross-currents in 
the market. These varied price tendencies 
recently have led some securities analysts 
to point out that it may prove profitable 
to stop thinking in terms of bull or bear 
markets, and to place emphasis upon such 
matters as relative values, the character of 
the market in individual issues and 
changes in earnings prospects. 


Range of Opportunity 


For a time, prior to 1943. the belief 
was widespread that opportunities in the 
market were limited to “special situa- 
tions.” Then. for a period of nearly four 
years, practically any security could be 
bought and sold at a profit. 

A middle ground between the two situ- 
ations may come closer to the mark today. 
Inquiries show that the quality of stocks is 
being studied more closely than for some 
time past. 








NEW DEVELOPMENTS ON THE 






INDUSTRIAL FRONT 





GROUND CONTROL APPROACH system for “talking in” air- 
craft is explained by General James H. Doolittle (left) to C. Bedell 
Monro, President of Pennsylvania-Central Airlines (center) and John C. 
Leslie, Vice President of Pan American’s Atlantic Division. GCA oper- 
ators on the ground locate incoming planes accurately on the radar 
scopes and guide the pilot to a safe landing in any weather. 


AC ME 
NEW TWO-PLACE HELICOPTER developed by Bell 
Aircraft is a versatile mode of transportaion. Lundberg- 
Ryan Air Explorations, Inc., has outfitted one of these 
Model 47 helicopters with magnetic equipment designed 
to detect ore deposits from the air and will use it in the 
United States, Canada and Central and South America. 









Preferred Stock Dividend 


Arrearages Surveyed 


TE HE number of domestic preferred 

stock issues with back dividend ac- 
cumulations continues to diminish at a 
steady rate. As of the beginning of Jan- 
uary this year, there were only 37 issues 
which were not up to date in stipulated 
dividend disbursements, compared with 
18 issues a year ago and 116 delinquents 
early in 1941. Over one-third, or 13, of 
the current number are public utility 
stocks. while six are railroads and two 
belong to Alleghany Corporation, a rail- 
road holding company. 

Whether or not a reduction will take 
place this year is a moot question, but if 
the number of proposed plans still in the 
embryo stage materialize, the drop would 
be considerable. 

All of the public utility companies in- 
volved have one or more plans in the 
wind for eliminating, or at least reducing. 
arrears by recapitalization, liquidation or 
hy offering other securities in exchange. 

Some of the suggested plans follow: 


The Commonwealth and Southern 
Corporation. which declared dividends 
in 1916 amounting to $10.75 per share 
on the S6 preferred stock also received 
permission from the Securities and Ex- 
change Commission to purchase not more 
than 85.000,000 of this issue in the open 
market. This it has been doing and. along 
with the aforementioned dividend. has de- 
creased its overall indebtedness to a con- 
siderable extent. It has also filed a plan 
with the Commission whereby stockhold- 
ers of up to 100.000 shares could receive 
in exchange for each two shares held the 
following common stocks of subsidiaries: 
three shares of Consumers Power Co.: 
two shares of Ohio Edison Co.. and iwo 
shares of Southern Indiana Gas & Elec- 
trie Co. 


American & Foreign Power Co. Un- 
der the company plan holders of the pre- 
ferred issues would receive for each share 
held: $80 of a new issue of debentures. 
$20 in cash, and one-half share of a new 
issue of common stock would go to hold- 
ers of the $7 preferred. The 56 preferred 
would get the same amount in debentures 
and cash but only three-sevenths of a 
share of common; and the $7 second 
preferred issue, one-half share of com- 
mon stock. A plan filed subsequent to the 


8 


foregoing by a group of stockholders of- 
fers this arrangement: to $7 preferred— 
$100 in cash and one share of the new 
common stock; to $6 preferred—$100 in 
cash and four-fifths of a share of com- 
mon; owners of the second preferred 
would be rewarded with 154 shares of 
the common. 





American Power and Light Co. The 
company would give its stockholders 
the option of receiving a stated amount 
of cash, $150 for one share of $6 pre- 
ferred and $137 for a share of $5 pre- 
ferred, or the equivalent in securities of 
subsidiaries. The common stockholders’ 
committee suggests that the common and 
preferred stocks of the company be re- 
classified into one issue of new common 
stock and along with the common stocks 
of Florida Power and Light Co., Texas 
Utilities Co.. Montana Power Co., Kansas 
Gas & Electric Co. and Minnesota Power & 
Light Co. should be apportioned as fol- 
lows: 33.9 per cent plus $6 in cash to the 
holders of $6 preferred; 36.6 per cent 
plus 55 in cash to the $5 preferred; and 
29.5 per cent to the common. 


Electric Power & Light Corporation. 
Several plans have been proposed which 
subsequently have been boiled down to 
two—one by the company and the other 
by P. R. Jackson in behalf of himself and 
certain other owners of 5.900 shares of $7 
preferred stock. 

Three alternatives are offered under 


the company plan. The $7 and $6 pre- 
ferred owners could exchange one share 
of stock for 10 and 9.3 shares of the com- 
mon stock of United Gas Corporation, or 
9 and 8.4 shares of the common stock of 
a new company, Almno System Compa- 
nies, which would be formed to combine 
four subsidiaries, or they could elect to 
receive in cash $192 and $179, respec- 
tively. 

Underwriters would be asked to sub- 
mit bids for such portion of the common 
stock of United Gas Corporation not ex- 
changed under the Jackson plan. Stock- 
holders would have the right to receive 
the aforementioned stock at the initial 
offering price on a basis of the equiva- 
lent of the redemption price and accrued 
dividends, amounting to $199 for each 
$7 preferred share, and $189 for each $6 
preferred share. 


International Hydro-Electric System 
and Market Street Railway Co. will ul- 
timately be liquidated under present 
plans. Subsidiaries of the former are in 
the process of recapitalization to sim- 
plify their capital structure in order to 
facilitate liquidation of the parent com- 
pany. 


Standard Gas & Electric Co. A plan 
of recapitalization which had been ap- 
proved by the Securities and Exchange 
Commission in early 1945 is now claimed 
to be inequitable by the company, due to 
the later action of the securities market. 


The consummation of a proposed mer- 
ger between the Chicago Great Western 
Railway Co., the Missouri-Kansas-Texas 
R. R. Co. and the Chicago & Eastern 
Illinois R. R. Co. would eliminate backed- 


(continued on page 9) 








Per Share Statistics of Sampled Preferred Stocks 
As of January 1, 1947 


American & Foreign Power Co., Ine.—$7 pld..... $73.671%4 $12.58 108 
American Power & Light Co.—$6 pfd............ 13.5714 15.10 118 
Armour & Co.—$6 prior pfd.................-..- 25.00 | 39.01 121% 
Commonwealth & Southern Corp.—$6 pfd........ 24.50 21.92 12214 
Electric Power & Light Corp.—$7 pfd............ 89.717: 23.01 158 
Internat. Rys. of Central America—5 per cent pfd.. 34.75 21.36 110% 
Minn.-Moline Power Implement Co.—$6.50 pfd... 32.75 17.25 113 
Missouri-Kansas-Texas R.R. Co.—7 per cent pfd.“A” 106.75 257 2158 
N. Y.. Chi. & St. L. R. R. Co.—6 per cent pfd. “A” 84.00 15.44 87 
Pere Marquette Ry. Co.—5 per cent prior pref..... 36.25 5.76 105 


1) Reduced to $15 by a declaration subsequent to 1-1-47. 


\pproximate __ Latest cen 
\rrearage 12 Mo. Earn. Price 
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CORPORATION 
486,858 Shares 


Common Stock, Par $1 


Ticker Symbol: GRL 


[YHIS company is known as the largest 
‘1 independent manufacturer of radio 
components in the country. It was incor- 
porated in New Jersey in 1937, to continue 
a business conducted by a company of 
the same name organized under the laws 
of New York in 1923. Its principal plant 
and executive offices are at Elizabeth. 
N. J. The company has three wholly- 
owned subsidiaries, including The F. W. 
Sickles Co, of Chicopee, Mass. 

Major products include variable con- 
densers, variable condensers in combina- 
tion with mechanical push-button tuning 
devices, automatic phonograph record 
changers, radio coils, permeability tuning 
devices and loud speakers. Its sales of 
variable condensers and variable con- 
densers in combination with mechanical 
tuners amount to a substantial percentage 
of the total requirements of all domestic 
radio receiver manufacturers. Last Octo- 
her the company adopted an expansion 
program involving decentralized factory 


Assembly of radio components at General Instrument 


operations, production of new items and 
strengthening of its sales organization. 
Previously a 12-file conveyor system 
was completed at the Elizabeth plant. 
enabling General Instrument Corp. to 
more than double its output of record 
changers. Recently. the field of television 
parts was entered through the facilities 
of The F. W. Sickles Co. 

For the ten months ended December 
31, 1946. the company reported net con- 
solidated sales of $18.488.000, compared 
with $10.113.000 for the fiscal vear ended 


February 28. 1946. Net income. after 
taxes. for the ten months ended Decem- 
her 31, 1946, totaled $1.388.000, equiv- 
alent to $2.85 per share on the outstanding 
common stock, 

The consolidated balance sheet of the 
company and subsidiaries as of December 
31. 1946. showed total assets of $7.260.- 
000, Current assets totaled $6.597.000, 
and current liabilities were $2.850.000. 
Funded debt at December 31. 1946. was 
$1.125.000. consisting of ten-vear 2!4 per 


cent notes. 





Preferred Arrearages 
(continued from page 8) 


up dividends on the preferred issues of 
the first two companies. Disbursements 
have been made on the “Great Western” 
during the last few years.’ but nothing 
has been paid on “Katy” since 1931. 
Two other issues would disappear from 
the roster if the pending merger between 
Chesapeake & Ohio and Pere Marquette 
should become a reality. The latter com- 
pany has been paying at the normal rate 
for the last couple of years on its prior 
preference stock ($36.25 still to go) but 
has omitted dividends on the 5 per cent 
preferred since 1931, leaving accumu- 
lations of $76.25 per share at the present 
time. 


The New York. Chicago & St. Louis 
R. R. Co. is studying recapitalization 
plans with the purpose in mind of elim- 
inating arrears, and International Rail- 
ways of Central America has been reduc- 
ing its liability by payments on account 
of arrears. The Alleghany Corporation 
has not paid any dividends on the 512 
per cent preferred since 1931, or on the 
$2.50 prior preferred since its issuance in 
1934, but it has reduced the total indebt- 
edness by reacquiring shares of both 
issues during 1946, 

Among the industrials, probably the 
most notable fact was last year’s clearing 
up of all back dividends by American 
Woolen Co. A payment of $58.50. per 
share was made on the approximately 
90.000 shares which were not offered in 


exchange for the new 31 preferred under 
al recapitalization plan. 

Stockholders of Phillips-Jones Corp. 
7 per cent preferred approved a plan 
whereby they would receive one and four- 
tenths shares of a new 5 per cent cumula- 
live preferred issue for each share held. 
The company intends to purchase the 
1.026 shares of the dissenting — stock- 
holders after a legal appraisal has been 
made. 

\ stockholder - approved plan by Ar- 
mour and Co. has been delayed by the 
company. due to unsettled market condi- 
tions. It follows the general pattern of a 
new lower dividend paying preferred ex- 
change or redemption, 

3y disbursing $12 per share during 


(continued on page 12) 


INVENTORIES... 


| Oy Oi Mae 0) dee On OR \ iy A Ge Ou OR OE OD DY 


SCANNED FOR IMPACT ON BUSINESS TREND 


NVHE growth of manufacturers’ inven- 
‘| tories has occupied investor attention 
ever since last summer when the Depart- 
ment of Commerce first questioned how 
long inventory accumulation would con- 
tinue. The rising trend which set in dur- 
ing January. 1946. was featured by an 
increase in July of $835.000.000 in the 
valuation of inventories and an October 
increase of $673.000,000. 

In January. 1947, the latest month for 
which figures are available, the rise was 
more moderate. amounting to $350.000.- 


000. This brought the total valuation of 
all manufacturers’ inventories to $20.600.- 
000.000, a new high record. 
Economists have advanced several rea- 
sons for expecting higher inventory valua- 
tions in the post-war period. All prices, 
including commodity prices. are on a 
higher “plateau” than in pre-war days, 
which makes the cost of doing business, 
including the inventory that the manufac- 
turer must hold. higher. Then. many 
companies are doing practically double 
the business that they did six or seven 








EXHIBIT OF INVENTORY POSITION OF 20 COMPANIES 
LISTED ON THE NEW YORK STOCK EXCHANGE 

Total Inventory at Year-End Per Cent 

1945 1946 chon 
Smnerteam Cam Go. ns cccccccas es S$ 56.742.716 $ 51.882.440 - 8.6% 
American Woolen Co., Ine....... 37.701.063 18.076.878 + 27.5 
EE I, 66. ccc a wiiciamencs ds 105.610.1467 131,068.982 24.1 
Canada Dry Ginger Ale, Ine...... 5.106.68 5.797.750 + 13.5 
Cornell-Dubilier Electric Corp... 3.555.352 3.996.796 12.4 
Cunningham Drug Stores, Inc... .. 3.639.880 3.623.045 0.5 
Emerson Electrie Mfg. Co........ 2.204.411 3.735.194 + 69.4 
Firestone Tire & Rubber Co....... 81.851.591 98.895.787 + 20.8 
Goodyear Tire & Rubber Co..... 83.115.125 101.684.827 + 22.3 
International Harvester Co....... 139.366.019 155.576.507 + 11.6 
Johns-Manville Corp. ............ 11.254.300 14.710.750 + 30.7 
Nash-Kelvinator Corp. ........... 5.938.609 27,332.536 360.3 
North American Aviation. Ine..... 34.174.455 19.539,087 12.8 
Parker Rust Proof Co............ 284,101 256.810 9.6 
Reynolds Spring Co................. 602.014 1.517.744 +-152.1 
Schenley Distillers Corp. ........ 91.523,158 175.454.075 + 91.7 
TMI ENG ie) sg coats Mave emoenes 90.394.308 99.827.132 + 10.4 
a a ee rar 6.661.475 8.238.110 + 23.7 
eee) OOS, 3 ee ee ea 84.449.011 101.086.716 + 19.7 
MME TAOS. cisciccwrsiasics tcmnvens 9.882.390 13.848 590 + 40.1 

Average of 20 Companies ...... + 24.8% 











years ago; so inventory figures twice as 
high as pre-war do not alter the former 
relationship to the dollar volume of an- 
nual sales. 

Finished goods held up because of lack 
of one or two needed parts also are said 
to contribute to the higher totals. Wide- 
spread inbalances exist. with critical short- 
ages in certain industrial lines and over- 
supply beginning to appear in others. 

Any or all of the aforementioned ia- 
fluences make it dangerous to generalize 
on inventories —even more so than on 
some other topics——as recourse to the 
statistics in the accompanying table will 
show. While higher inventory valuations 
predominate, they are by no means uni- 
versal. Four of the 20 companies had 
lower inventories at the 1946 year-end. 
These included American Can, Cunning- 
ham Drug Stores. North American Avia- 
tion and Parker Rust Proof Co. 

Five others registered gains in inven- 
tory of less than 20 per cent. These were 
Canada Dry Ginger Ale. Cornell-Dubilier 
Electric. International Harvester, Swift 
and U. S. Rubber. 

Three really sizable gains are shown: 
Nash-Kelvinator, Reynolds Spring and 
Schenley Distillers. 


Neglected in War Years 


In the war-stimulated years the inven- 
tory item on corporate balance sheets met 
with only passive interest. In 1946 
financial statements it should reclaim 
investors’ attention, along with study of 
the accounting methods used in valuing 
inventories. Next to fixed property, this 
item ordinarily is the largest corporate 
asset and as such always has interested 


















the statistically minded. Right now the ‘ 
whole status of inventories—whether in 
an\ cases they are over-expanded—is 
bound up with timing the stage of the in- 
flationary cycle and is a matter of concern 
to all investors and traders. 

The unpredictable nature of price 
moves of important commodities has been 
well demonstrated in recent months. For 
a time last winter it appeared that the 
prices of many commodities were “top- 





raw material, work in process, finished 
goods yet unsold—always has been said 
to constitute the greatest corporate ac- 
counting problem. Changes in value can 
occur daily due to circumstances entirely 
outside of managerial control and wiih 
sharp impact upon earnings. 

Corporate management, traditionally 
extremely conservative in its accounting 
practices, has adopted various means to 
protect itself against just such a situa- 
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Stack of lead “pigs” 


ping off.” Then, after a several weeks 
decline. commodity price indexes turned 
upward again in February. The gyrating 
price of silver may be cited as an ex- 
ample. After holding at a level of 901, 
cents an ounce for a lengthy period, silver 
was marked down in successive steps to 
7034 cents an ounce in an effort to attract 
industrial buyers. Then in a period of 
only a few weeks it rose again to 861, 
cents. only to fall back a few days later 
to 75°4 cents an ounce. There are other 
commodities which have had similar, if 
less drastic, experiences. 


Valuation of inventories — stocks of 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE EXCHANGE has been 
obtained from sources deemed to be 
reliable but THe EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 

























EWING GALLOWAY 
ready for shipment 


tion. Mindful of the experience of 1920, 
numerous concerns recently have set up 
sizable reserves against inventory losses. 

Application of the “Last-In-First-Out” 
method of pricing inventories is another 
measure which is expected to reduce in- 
ventory losses in a period of deflation. 
Of the companies shown in the accom- 
panying table. Swift uses this method for 
valuing most of its packing house prod- 
ucts: Armour applies it to certain pack- 
other products: and 
U.S. Leather prices hides by this method. 
The materials mentioned have all been 


ing house and 


subject to wide fluctuations in price. 


Reflects Current Conditions 


Under the Last-In-First-Out method, 
popularly known as LIFO, the goods last 
acquired are costed against sales: from 
the accounting standpoint the last goods 
purchased are the first sold. Under this 
system manufacturing and other costs are 
always figured on conditions as they exist 
at the time and not as they have existed 
months or even years before. 

In an inflationary cycle. when the prices 
of goods are rising. LIFO ignores inven- 


tory profits. The raw material cost 





charged against a finished product as 1 
is sold is the latest price for that mate- 
rial. not the lower cost of some prior 
month. This reduces the net profit shown 
by the company in an inflationary time. 

Conversely. when goods’ prices are 
declining, LIFO immediately applies the 
henetit of the lower material cost to cur- 
Thus in defla- 
tionary times the reported net profit is 


rent finished products. 


higher than would otherwise be the case. 

The over-all process is an ironing out 
of fluctuating profits arising from changes 
in inventory values. 

The LIFO principle has been gaining 
wider acceptance in recent years, One ar- 
gument in its favor has been the excellent 
record made by the relatively few com- 
panies which employed it during the de- 
pression of the 1930s. In so far as cor- 
porate income taxes are concerned, this 
accounting method has been legal for tax 
returns since 1939, 


CHARLES PHELPS CUSILING 


Taking inventory at a winery 


In the corporate reports currently being 
issued for the year 1946, the inventory 
item is commended to investors for study. 
The New York Stock Exchange has for 
some years required that, in the case of 
new listings. inventory accounting meth- 
ods be specified. The agreemerits with 
listed companies specify that changes in 
accounting methods be announced. This 
information can-be of great benefit to the 
investor. if only he avails himself of it. 

Much has been learned since the early 
1920s of the need for conservatism in 
handling the inventory problem. Cor- 
porate capital positions have been mate- 
rially strengthened as a result. New 
labor costs. high “break-even” 
points—are continually arising in indus- 


problems 


try. but at least some of the old ones 


may be prevented from recurring. 
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RECENT DIVIDEND 
INCREASES 


In recent years the task of estimating 
the probable dividend payments of a cor- 
poration for a full year has become more 
difficult than when disbursements on com- 
mon stocks were mostly made quarterly or 
semi-annually. Since 1940, the custom of 
declaring “year-end extras,” or of enlarg- 
ing the size of a final dividend for a year 
without explanation, has grown among 
corporations. Hence, old-time estimates. 
attempted on the strength of the first pay- 
ment of any year. have become uncertain: 
also, a number of companies listed on the 
New York Stock Exchange have reverted 
from quarterly to semi-annual distribu- 
tions. further dislocating dividend pro- 
jections. 

A drift toward higher per-share dis- 
bursements has been in evidence for some 
time, and to highlight developments of 
this vear, the following table is presented. 
It should be noted that in the sampled list 
allowance has been made. in making com- 
parisons with the last preceding payment. 
for extras which revealed an increase 
above the average in the last quarter of 
1946, In some cases, the comparison of 
the latest payment is made with another 
paid in January of this year. 

The dividend trend, due to the mainte- 
vance of large-volume business in 1946 
and continuing into this year. lends point 


to the observation made in the Page 1 
article of this issue—“The investor is in 
the saddle!” It is fair to assume that 
other than individual investors have for 
some time been devoting study to the 
dividends and yields offered by common 
stocks. Trust officers of banks. the finan- 
cial officers of colleges and universities, 





DIvIDENDS INCREASED 


Latest Prev. Date 

Rate Rate Payable 
Blaw-Knox Co. .. . $ .20 $.15 M’chl4 
Cel. GC.GE.Co. ... 15 10) Feb. 15 
Cont. Steel Corp. a 20 M’ch 15 
Corn Prod. Ref. Co. 75 65 Jan. 25 
Crown-Zellerbach . — .66 30° Apr. 
Ekeo Products Co. . 30 25 @ Feb. 1 
Gen'l Motors Corp. sho 50  M’ch 10 
Gen'l Shoe Corp. ..  — .624 50 Jan. 31 
Int. Harvester Co. 1.00 65 Apr. 15 
Intertype Corp. 30 29 M’ech15 
S.S. Kresge Co. 2. .50 AQ) M’ch 12 
Mead Corp. ..... 35 29 M’ch1 
Nat. Biscuit Co. .. 40 30 Apr. 15 
Nat. Cash Reg. Co. 2.50 25 Apr. 15 
Norwalk T. & R. Co. 314 25 Feb. 28 
Suth’land Paper Co. 50 AO) M’eh 15 
Un. Carbide & Carb. 1.00 <3 6 Apr.] 
Young.S.& Tube Co. 1.00 75 M’eh 15 





the trustees of private foundations, and 
other managers of large funds are pay- 
ing increasing attention to equities. 

The problem of equity investments for 
institutional investors who are principally 
versed in bond values—and frequently re- 
stricted by law to funded issues—is made 
the more puzzling by business indices. 


STEEL FACTS 


Steal Industry’ 1947 New Equipment Expenditures 
Compared with High Points since 1935 





Planned 
Expenditures 


448 


MILLIONS 
OF DOLLARS 
ANNUALLY 












Actual J 
Expenditures High 
291 295 


194¢ 


Prewar 


320 


Wartime 











Preferred Arrearages 


(Continued from page 9) 


1946 the United Stores Corp. brings its 
$0 preferred up to a current basis, 
lor several years now the normal divi- 
dend rate has been paid by General Steel 
Castings on the $6 preferred, thereby 
maintaining the same arrearage of 
$61.50 per share, whereas owners of the 
$6.50 preferred issue of Minneapolis-Mo- 
line Power Implement Co. have been re- 
ceiving payments in excess of the fixed 
rate, resulting in a steady reduction in 


arrea rages. 


Virginia Iron, Coal & Coke Company, 


although failing to make any payments 
on the 5 per cent preferred stock since 
1931, has been decreasing its liability 
through purchase of the security in the 
open market, 

Less than 10,000 shares of the $4 
preference stock of White Sewing Ma- 
chine remain outstanding. Other holders 
have accepted the company’s offer of one 
share of the $2 preferred and three shares 
of common for each share held and ac- 
crued dividends, The offer is.still open. 

The statistics on the individual issues 
listed in the table that follows are for 
illustrative purposes only and should not 
he construed as a suggestion of purchase 
or sale. The earnings per share cover a 
12-month period but not necessarily the 
fiscal year, and arrearages do not reflect 
any declarations subsequent to Decem- 


ber 31. 1946. 





Arrearages on Listed Domestic Preferred 
Stock Issues—By Number of Years Dividends 
Accrued — January 1, 1947. 





No. of No. of No. of \pproximate 
Years Companies Issues \rrearage 
Less than 1 2 2 $ 503.000 

1—2 l l 1.602.000 
2—3 0 0 
3—4 0 0 —_ 

1—5 5 

56 l l 

6—7 l 1 

7—8 t 5 

8-—9 + 0 - 
9—10 2 pA 6.754.000 
10—11 2 3 65.880.000 
11—12 0 0 _- 
12 and over 15 19 679.789.000 


Summary: Number of Companies in Arrears... 26 
Number of Issues in Arrears.... 37 
Approximate Arrearage - -$890,147,000 


Note: Includes all dividend declarations made in 1946. 





Four issues, all of them behind in their 
payments for 12 years or more, are re- 
sponsible for more than half of the to- 
tal amount of money due to stockholders. 

All issues with backed-up dividends of 
less than 9 years rewarded their owners 
with some monetary return on their in- 
vestment during the year just ended. 
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MIAMI, FLA. 


Frankly, as a trader I have been 
disappointed most of the time, these last 
couple of years, by the lack of market ac- 
tion among a number of first-grade equities, 
former closely-held stocks finally listed on 
the Exchange. I could mention several, of 
which I had excellent hopes, that seldom 
see more than two, three or four hundred 
shares sold daily—even during days of 
pretty good general dealings. Some of the 
stocks I have in mind, including ————. 
not only were closely held by families until 
recently; the issues were also split and un- 
derwritings occurred before listing. Such 
procedure ought to increase the number of 
holders and the more holders, the greater 
the market turnover. 





S.. 3. 


Eritor’s Note: The foregoing assumption 
in regard to elements likely to stimulate deal- 
ings in a stock by-passes others. some quite 
intangible, and it is difficult to point to sure- 
fire influences making for market activity. The 
history of a great many listed stocks tends to 
show that an enlarged stockholder list can 
exercise little force upon the speculative turn- 
over: an increase in the number of holders may 


or may not promote activity. If a stock does : 


not build a “following,” speculation in it may 
be light for long intervals. If Mr. S. J. 
studied the setting of certain “family” issues 
recently split and listed on the Exchange, he 
would probably find that the investment, rather 
than speculative, atmosphere which long  sur- 
rounded them in a family’s hands has been 
adopted by persons who acquired the split 
shares. The passage of time and the fluctua- 
tions of business promote seasoning and act 
to shape the kind of following a stock will 


generate. 


DETROIT, MICH. 


A hackneyed term this—‘‘a wealth of in- 
formation”—but I shall use it nevertheless, 
in referring to contents of your February 
number. Records of stock split-ups, longest 
consecutive dividend payers on the Ex- 


change. price earnings ratios, statistics of 
dividend yields—these presented in com- 
pact form supply, in a single magazine, 
enough material for a day’s study by any 
investor. I have found it a tedious business 
to dig out comparable facts—and then often 
old facts—by searching through several 
publications. Brokerage house _ statistical 
surveys help a great deal. But in a broker’s 
letter space is limited and the writer must 
cover several topics. THE ExcCHANGE is 
worth several times its subscription price. 
KT. E. 
THE BRONX, N. Y. 


Reading first of all the letters from sub- 
scribers, as I always do in “Life”, the “Sat- 
evepost” and such general publications, 
they attract my attention in your magazine, 
too. Several times I have noticed that you 
editors point out that THE EXCHANGE does 
not give advice about stocks. Well, that is 
a mistake. You publish many facts which 
contain the elements of the stuff making 
prices go up or down; isn’t it logical for 
anyone having important facts to work with 
to interpret what they mean over into price 
movements ? 


EK. 


Epiror’s Note: Interpretation of facts in 
terms of securities price movements is a task 
for an interpreter who specializes in that line. 
THe EXxcHANGE specializes in presenting facts, 
together with comment by competent writers. 
Further than that the magazine does not go. 


ENGLEWOOD, N. J. 


. . . Lf the railroad industry can over- 
come. through economies, some of its 
heaviest burdens—meaning increased costs 
of materials and wage rates—traffic vol- 
ume ought to be large enough for several 
years to come for meeting fixed charges 
with something over. This observation may 
sound pessimistic. But like a great many 
rail bond owners, the rise of operating costs 
troubles me, and I don’t think very far 





Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


ahead about rail stocks. . . . Remembering 
the 1930°s, it is enough to think about the 
bonds. 


N, fd. 


LANCASTER, PA. 


The Chesapeake & Ohio’s prominence in 
what is becoming known as the “Robert 
Young system” for revolutionizing railroad 
methods is, of course, not being passed by 
without interest by C. & O. stockholders. At 
the same time, it seems probable that in- 
vestors, like myself, who have owned 
C. & O. stock for many years, are wonder- 
ing whether talk of a new transcontinental 
rail set-up is as constructive for owners of 
particular rail equities as the high-sounding 
phraseology suggests. Personally, I would 
prefer to see the C. & O. go along “as is.” 

H. T. 

NEW YORK CITY 

. Stocks have stayed in an area for 
more than three months which has given 
them what used to be called a “breathing 
spell.” A person can imagine that during 
such a stretch quite a lot of buyers at 
higher than current prices—speculators. I 
refer to—are persuaded to forego at least 
temporarily the expectation of a capital 
gain and have the certificates transferred 
to their names, becoming temporary inves- 
tors. The floating supply is thus decreased 
and the market strengthened technically 
. . . but there is no way for telling how 
long a breathing spell is going to last! 


A, Y. Be 


NORTHAMPTON, MASS. 


Reading in the February EXCHANGE that 
common stock yields have risen. I am cu- 
rious about the experience of preferred 


stocks. Mm. f; C. 


Epitor’s Note: The editors of THe Ex- 
CHANGE have been curious, too, with the result 
that an article about preferred stock yields 
appears in this issue. 
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EFORE the New York Stock Exchange 
B admits the securities of any company 
to its trading list, that company enters into a 
number of agreements with the Exchange, 
all in the interest of the investing public. 

Of these many agreements, the most im- 
portant of all is this: The company agrees to 
disclose, at regular intervals, the basic facts 
about its operations and financial condition. 











Because of this agreement, investors have 
access to a wealth of essential information. 
As a result, it is possible to make facts the 
sole basis of investment decisions, so far 
as securities listed on the New York Stock 
Exchange are concerned. 

Understandably, this Exchange cannot 
eliminate the risks which accompany owner- 
ship of securities — risks inevitable in the 
possession of any form of property. But its 
listing agreements do provide for disclosure 
of facts necessary to good investment 
judgment. 

The wise investor seeks these facts...in 








the reports of listed companies ...on the 
financial pages of the newspapers...at the 
offices of Member Firms of this Exchange. 


NEW YORK 
STOCK EXCHANGE 








